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6712-01 

FEDERAL COMMUNICATIONS COMMISSION 

47 CFR Parts 1 and 27  

[RM-11395, GN Docket No. 12-268, WT Docket Nos. 14-170, 05-211; FCC 14-146] 

Updating Competitive Bidding Rules; Expanding the Economic and Innovation Opportunities of Spectrum 

Through Incentive Auctions; Implementation of the Commercial Spectrum Enhancement Act  

AGENCY: Federal Communications Commission. 

ACTION: Proposed rule.   

SUMMARY: This Notice of Proposed Rulemaking (NPRM) seeks comment on the revision of certain 

competitive bidding rules and provides notice of the Commission’s intention to resolve longstanding 

petitions for reconsideration.     

DATES: Comments are due on or before [INSERT DATE 45 DAYS AFTER DATE OF 

PUBLICATION IN THE FEDERAL REGISTER], and reply comments are due on or before [INSERT 

DATE 65 DAYS AFTER THE PUBLICATION IN THE FEDERAL REGISTER]. 

ADDRESSES: All filings in response to the NPRM must refer to GN Docket No. 12-268 and WT Docket 

Nos. 14-170 and 05-211.  The Commission strongly encourages parties to develop responses to the NPRM 

that adhere to the organization and structure of the NPRM.  Comments may be filed using the 

Commission’s Electronic Comment Filing System (ECFS): 

� Electronic Filers: Comments may be filed electronically using the Internet by accessing ECFS:  

http://fjallfoss.fcc.gov/ecfs2/.   

� Paper Filers: Parties who choose to file by paper must file an original and one copy of each filing.  

If more than one docket or rulemaking number appears in the caption of this proceeding, filers 

must submit two additional copies for each additional docket or rulemaking number. 

Filings can be sent by hand or messenger delivery, by commercial overnight courier, or by first-class or 

overnight U.S. Postal Service mail.  All filings must be addressed to the Commission’s Secretary, Office 

of the Secretary, Federal Communications Commission. 

http://federalregister.gov/a/2014-26924
http://federalregister.gov/a/2014-26924.pdf
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All hand-delivered or messenger-delivered paper filings for the Commission’s Secretary must be 

delivered to FCC Headquarters at 445 12th Street, SW, Room TW-A325, Washington, DC 20554.  The 

filing hours are 8:00 a.m. to 7:00 p.m.  All hand deliveries must be held together with rubber bands or 

fasteners.  Any envelopes and boxes must be disposed of before entering the building.   

Commercial overnight mail (other than U.S. Postal Service Express Mail and Priority Mail) must be sent 

to 9300 East Hampton Drive, Capitol Heights, MD  20743. 

U.S. Postal Service first-class, Express, and Priority mail must be addressed to 445 12th Street, SW, 

Washington, DC 20554. 

People with Disabilities: To request materials in accessible formats for people with disabilities (braille, 

large print, electronic files, or audio format), send an e-mail to fcc504@fcc.gov or call the Consumer & 

Governmental Affairs Bureau at 202-418-0530 (voice), 202-418-0432 (TTY). 

FOR FURTHER INFORMATION CONTACT: Wireless Telecommunications Bureau, Auctions and 

Spectrum Access Division: Kathryn Hinton at (202) 418-0660.     

SUPPLEMENTARY INFORMATION: This is a summary of the Competitive Bidding NPRM released 

on October 10, 2014.  The complete text of the Competitive Bidding NPRM is available for public 

inspection and copying from 8:00 a.m. to 4:30 p.m. Eastern Time (ET) Monday through Thursday or 

from 8:00 a.m. to 11:30 a.m. ET on Fridays in the FCC Reference Information Center, 445 12th Street 

SW, Room CY-A257, Washington, DC 20554.  The  Competitive Bidding NPRM may be purchased 

from the Commission’s duplicating contractor, Best Copy and Printing, Inc. (BCPI), 445 12th Street SW, 

Room CY-B402, Washington, DC 20554, telephone 202-488-5300, facsimile 202-488-5563, or by 

contacting BCPI on its website: http://www.BCPIWEB.com.  When ordering documents from BCPI, 

please provide the appropriate FCC document number, for example, FCC 14-146.  The complete text is 

also available on the Commission’s website at http://wireless.fcc.gov, or by using the search function on 

the ECFS web page at http://www.fcc.gov/cgb/ecfs/. 
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97, CCA, CTIA and NTCA (the Three Associations) suggested that the Commission should 

define former defaulters to include only those applicants who have received notice of defaults or 

delinquencies within seven years before the Auction 97 short-form application deadline.  In the 

Auction 97 Former Defaulter Waiver Order, the Commission noted that while federal tax laws 

have a three-year statute of limitations to determine if certain forms of additional tax are owed, 

the period of limitations to determine whether income was under-reported is six years and the 

Internal Revenue Service has a seven-year period to review a claim for a loss from worthless 

securities or a bad debt deduction.  Likewise, the Commission acknowledged that the Fair Credit 

Reporting Act limits many types of reporting by consumer credit agencies for a period of seven 

years.  In light of these longer federal limitations periods, the Commission tentatively concludes 

that the purposes of the upfront payment and former defaulter rules may be furthered more 

precisely if the Commission excludes any cured default on a Commission license or a 

delinquency on a non-tax debt owed to a federal agency where the notice of the final payment 

deadline or delinquency was received more than seven years before the short-form application 

deadline.  In doing so, the Commission notes that the determination of a notice of a final payment 

deadline or delinquency depends on the origin of the federal non-tax debt giving rise to a default 

or delinquency and such notice may be express or implied.  To the extent that the rules providing 

for payment of a specific federal debt permit payment after an original payment deadline 

accompanied by late fee(s), such debts would not be in default or delinquent for purposes of 

applying the former defaulter rules until after the late payment deadline.  For the purposes of the 

certifications required on a short-form auction application, notice provided by Commission staff 

assessing a default payment arising out of a default on a winning bid constitutes notice of the 

final payment deadline with respect to a default on a Commission license.  The Commission 

seeks comment on all aspects of this proposal—the number of years specified (seven), the 

triggering event (upon receipt of the notice of the final payment deadline or delinquency), and the 

point at which the counting of the age of the triggering event is cut off (the short-form application 
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Proposed Rules 

For the reasons discussed in the preamble, the Federal Communications Commission proposes to amend 

47 CFR Parts 1 and 27 as follows: 

PART 1—PRACTICE AND PROCEDURE 

1. The authority citation for part 1 continues to read as follows: 

Authority: 15 U.S.C. 79 et seq.; 47 U.S.C. 151, 154(i), 154(j), 155, 157, 225, 227, 303(r), 

309, 1403, 1404, 1451, and 1452. 

2. Section 1.2105 is amended by revising paragraphs (a)(2)(xi) and (b)(1) to read as follows:  

§ 1.2105 Bidding application and certification procedures; prohibition of certain communications. 

* * * * * 

(a) * * * 

(2) * * * 

(xi) An attached statement made under penalty of perjury indicating whether or not the 

applicant has been in default on any Commission license or has been delinquent on any non-tax 

debt owed to any Federal agency.  For purposes of this certification, an applicant may exclude 

from consideration as a former default any default on a Commission license or delinquency on 

non-tax debt to any Federal agency that has been resolved and meets any of the following criteria: 

(A) The notice of the final payment deadline or delinquency was received more than seven years 

before the short-form application deadline; 

(B) The default or delinquency amounted to less than $100,000; 

(C) The default or delinquency was paid within two quarters (i.e., 6 months) after 

receiving the notice of the final payment deadline or delinquency; or 

(D) The default or delinquency was the subject of a legal or arbitration proceeding that 

was cured upon resolution of the proceeding. 

* * * * *  
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(b) Modification and Dismissal of Short-Form Application (FCC Form 175).  

(1) (i) Any short-form application (FCC Form 175) that does not contain all of the certifications 

required pursuant to this section is unacceptable for filing and cannot be corrected subsequent to the 

applicable filing deadline.  The application will be deemed incomplete, the applicant will not be found 

qualified to bid, and the upfront payment, if paid, will be returned. 

(ii) If (A) An individual or entity submits multiple applications in a single auction; or 

(B) Entities commonly controlled by the same individual or same set of individuals submit 

applications for any set of licenses in the same or overlapping geographic areas in a single auction; then 

only one of such applications may be deemed complete, and the other such application(s) will be deemed 

incomplete, such applicants will not be found qualified to bid, and the associated upfront payment(s), if 

paid, will be returned.  

* * * * * 

3. Section 1.2106 is amended by revising paragraph (a) to read as follows:  

§ 1.2106 Submission of upfront payments. 

(a) The Commission may require applicants for licenses subject to competitive bidding to submit 

an upfront payment.  In that event, the amount of the upfront payment and the procedures for submitting it 

will be set forth in a Public Notice.  Any auction applicant that, pursuant to § 1.2105(a)(2)(xi), certifies 

that it is a former defaulter must submit an upfront payment equal to 50 percent more than that set for 

each particular license.  No interest will be paid on upfront payments. 

* * * * * 

4. Amend §1.2110 as follows: 

A.  Revise paragraph (b)(1)(i) and (ii); 

B.  Remove paragraph (b)(3)(iv); 

C.  Revise paragraphs (f)(2) and (j); 

D.  Remove paragraph (n); 
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E.  Redesignate paragraphs (o) and (p) as paragraphs (n) and (o) 

The additions and revisions read as follows: 

§ 1.2110 Designated entities. 

* * * * * 

(b) * * * 

(1) * * * 

(i) The gross revenues of the applicant (or licensee), its affiliates, its controlling interests, 

and the affiliates of its controlling interests shall be attributed to the applicant (or licensee) and 

considered on a cumulative basis and aggregated for purposes of determining whether the 

applicant (or licensee) is eligible for status as a small business, very small business, or 

entrepreneur, as those terms are defined in the service-specific rules.  An applicant seeking status 

as a small business, very small business, or entrepreneur, as those terms are defined in the 

service-specific rules, must disclose on its short- and long-form applications, separately and in the 

aggregate, the gross revenues for each of the previous three years of the applicant (or licensee), its 

affiliates, its controlling interests, and the affiliates of its controlling interests. 

(ii) If applicable, pursuant to § 24.709 of this chapter, the total assets of the applicant (or 

licensee), its affiliates, its controlling interests, and the affiliates of its controlling interests shall 

be attributed to the applicant (or licensee) and considered on a cumulative basis and aggregated 

for purposes of determining whether the applicant (or licensee) is eligible for status as an 

entrepreneur.  An applicant seeking status as an entrepreneur must disclose on its short- and long-

form applications, separately and in the aggregate, the gross revenues for each of the previous 

two years of the applicant (or licensee), its affiliates, its controlling interests, and the affiliates of 

its controlling interests. 

* * * * *  

(f) * * *    
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(2) Size of bidding credits.  A winning bidder that qualifies as a small business may use the 

following bidding credits corresponding to its respective average gross revenues for the preceding 3 

years: 

(i) Businesses with average gross revenues for the preceding 3 years not exceeding $4 million are 

eligible for bidding credits of 35 percent; 

(ii) Businesses with average gross revenues for the preceding 3 years not exceeding $20 million 

are eligible for bidding credits of 25 percent; and 

(iii) Businesses with average gross revenues for the preceding 3 years not exceeding $55 million 

are eligible for bidding credits of 15 percent. 

* * * * * 

(j) Designated entities must describe on their long-form applications how they satisfy the 

requirements for eligibility for designated entity status, and must list and summarize on their long form 

applications all agreements that affect designated entity status such as partnership agreements, 

shareholder agreements, management agreements, spectrum leasing arrangements, spectrum resale 

(including wholesale) arrangements, and all other agreements including oral agreements, establishing as 

applicable, de facto or de jure control of the entity. Designated entities also must provide the date(s) on 

which they entered into of the agreements listed.  In addition, designated entities must file with their long-

form applications a copy of each such agreement.  In order to enable the Commission to audit designated 

entity eligibility on an ongoing basis, designated entities that are awarded eligibility must, for the term of 

the license, maintain at their facilities or with their designated agents the lists, summaries, dates and 

copies of agreements required to be identified and provided to the Commission pursuant to this paragraph 

and to § 1.2114. 

* * * * * 

5. Section 1.2111 is revised to read as follows:  

§ 1.2111 Assignment or transfer of control: unjust enrichment. 

(a) Unjust enrichment payment: installment financing. 
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(1) If a licensee that utilizes installment financing under this section seeks to assign or 

transfer control of its license to an entity not meeting the eligibility standards for installment 

payments, the licensee must make full payment of the remaining unpaid principal and any unpaid 

interest accrued through the date of assignment or transfer as a condition of approval. 

(2) If a licensee that utilizes installment financing under this section seeks to make any 

change in ownership structure that would result in the licensee’s losing eligibility for installment 

payments, the licensee shall first seek Commission approval and must make full payment of the 

remaining unpaid principal and any unpaid interest accrued through the date of such change as a 

condition of approval.  A licensee's (or other attributable entity's) increased gross revenues or 

increased total assets due to nonattributable equity investments, debt financing, revenue from 

operations or other investments, business development or expanded service shall not be 

considered to result in the licensee losing eligibility for installment payments. 

(3) If a licensee seeks to make any change in ownership that would result in the licensee’s 

qualifying for a less favorable installment plan under this section, the licensee shall seek 

Commission approval and must adjust its payment plan to reflect its new eligibility status. A 

licensee may not switch its payment plan to a more favorable plan. 

(b) Unjust enrichment payment: bidding credits. 

(1) A licensee that utilizes a bidding credit, and that during the initial term seeks to assign or 

transfer control of a license to an entity that does not meet the eligibility criteria for a bidding credit, will 

be required to reimburse the U.S. Government for the amount of the bidding credit, plus interest based on 

the rate for ten year U.S. Treasury obligations applicable on the date the license was granted, as a 

condition of Commission approval of the assignment or transfer.  If, within the initial term of the license, 

a licensee that utilizes a bidding credit seeks to assign or transfer control of a license to an entity that is 

eligible for a lower bidding credit, the difference between the bidding credit obtained by the assigning 

party and the bidding credit for which the acquiring party would qualify, plus interest based on the rate 

for ten year U.S. treasury obligations applicable on the date the license is granted, must be paid to the 
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U.S. Government as a condition of Commission approval of the assignment or transfer.  If, within the 

initial term of the license, a licensee that utilizes a bidding credit makes any ownership change or enters 

into any agreement that would result in the licensee’s losing eligibility for a bidding credit (or qualifying 

for a lower bidding credit), the amount of the bidding credit (or the difference between the bidding credit 

originally obtained and the bidding credit for which the licensee would qualify after restructuring or under 

the agreement), plus interest based on the rate for ten year U.S. treasury obligations applicable on the date 

the license is granted, must be paid to the U.S. Government as a condition of Commission approval of the 

assignment or transfer or of a reportable eligibility event (see § 1.2114). 

(2) Payment schedule. 

(i) The amount of payments made pursuant to paragraph (b)(1) of this section will be reduced 

over time as follows: 

(A) A loss of eligibility in the first two years of the license term will result in a forfeiture of 100 

percent of the value of the bidding credit (or in the case of very small businesses transferring to small 

businesses, 100 percent of the difference between the bidding credit received by the former and the 

bidding credit for which the latter is eligible); 

(B) A loss of eligibility in year 3 of the license term will result in a forfeiture of 75 percent of the 

value of the bidding credit (or in the case of eligibility changing to qualify for a lower bidding credit, 75 

percent of the difference between the bidding credit received and the bidding credit for which it is 

eligible); 

(C) A loss of eligibility in year 4 of the license term will result in a forfeiture of 50 percent of the 

value of the bidding credit (or in the case of eligibility changing to qualify for a lower bidding credit, 50 

percent of the difference between the bidding credit received and the bidding credit for which it is 

eligible); 

(D) A loss of eligibility in year 5 of the license term will result in a forfeiture of 25 percent of the 

value of the bidding credit (or in the case of eligibility changing to qualify for a lower bidding credit, 25 
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percent of the difference between the bidding credit received and the bidding credit for which it is 

eligible); and 

(E) For a loss of eligibility in year 6 or thereafter, there will be no payment. 

(ii) These payments will have to be paid to the United States Treasury as a condition of 

approval of the assignment, transfer, ownership change or reportable eligibility event (see § 

1.2114). 

(c) Unjust enrichment: partitioning and disaggregation-- 

(1) Installment payments.  Licensees making installment payments, that partition their 

licenses or disaggregate their spectrum to entities not meeting the eligibility standards for 

installment payments, will be subject to the provisions concerning unjust enrichment as set forth 

in this section. 

(2) Bidding credits.  Licensees that received a bidding credit that partition their licenses 

or disaggregate their spectrum to entities not meeting the eligibility standards for such a bidding 

credit, will be subject to the provisions concerning unjust enrichment as set forth in this section. 

(3) Apportioning unjust enrichment payments.  Unjust enrichment payments for 

partitioned license areas shall be calculated based upon the ratio of the population of the 

partitioned license area to the overall population of the license area and by utilizing the most 

recent Census data.  Unjust enrichment payments for disaggregated spectrum shall be calculated 

based upon the ratio of the amount of spectrum disaggregated to the amount of spectrum held by 

the licensee. 

6. Section 1.2112 is amended by revising paragraphs (a)(7), (b)(1)(iii) and (iv); 

adding paragraph (b)(1)(v); and revising paragraph (b)(2)(ii), (iii) and (v) to read as follows:  

§ 1.2112 Ownership disclosure requirements for applications. 

(a) * * * 

(7) List any FCC-regulated entity or applicant for an FCC license, in which the applicant 

or any of the parties identified in paragraphs (a)(1) through (a)(5) of this section holds a 10 
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percent or greater ownership interest, regardless of the type of business entity, including both active and 

passive interests. This list must include a description of each such entity's principal business and a 

description of each such entity's relationship to the applicant (e.g., Company A owns 10 percent of 

Company B (the applicant) and 10 percent of Company C, then Companies A and C must be listed on 

Company B's application, where C is an FCC licensee and/or license applicant).  

(b) * * * 

(1) * * * 

(iii) List all parties with which the applicant has entered into arrangements for the spectrum lease 

or resale (including wholesale arrangements) of any of the capacity of any of the applicant’s spectrum. 

(iv) List separately and in the aggregate the gross revenues, computed in accordance with § 

1.2110, for each of the following: The applicant, its affiliates, its controlling interests, and the affiliates of 

its controlling interests; and if a consortium of small businesses, the members comprising the consortium. 

(v) If applying as a consortium under § 1.2110(b)(3)(i), provide the information in paragraphs 

(b)(1)(i) through (iv) separately for each member of the consortium.  

(2) * * * 

(ii) List any FCC-regulated entity or applicant for an FCC license, in which any controlling 

interest of the applicant owns a 10 percent or greater interest or a total of 10 percent or more of any class 

of stock, warrants, options or debt securities.  This list must include a description of each such entity's 

principal business and a description of each such entity's relationship to the applicant; 

(iii) List and summarize all agreements or instruments (with appropriate references to specific 

provisions in the text of such agreements and instruments) that support the applicant's eligibility as a 

small business under the applicable designated entity provisions, including the establishment of de facto 

or de jure control.  Such agreements and instruments include articles of incorporation and by-laws, 

partnership agreements, shareholder agreements, voting or other trust agreements, management 
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agreements, franchise agreements, spectrum leasing arrangements, spectrum resale (including 

wholesale) arrangements, and any other relevant agreements (including letters of intent), oral or 

written; 

* * * * * 

(v) List separately and in the aggregate the gross revenues, computed in accordance with 

§ 1.2110, for each of the following: the applicant, its affiliates, its controlling interests, and 

affiliates of its controlling interests; and if a consortium of small businesses, the members 

comprising the consortium; and 

* * * * * 

7. Section 1.9020 is amended by revising paragraph (d)(4) to read as follows: 

§ 1.9020 Spectrum manager leasing arrangements. 

* * * * * 

(d) * * * 

(4) Designated entity/entrepreneur rules.  A licensee that holds a license pursuant to small 

business and/or entrepreneur provisions (see § 1.2110 and § 24.709 of this chapter) and continues to be 

subject to unjust enrichment requirements (see § 1.2111 and § 24.714 of this chapter) and/or transfer 

restrictions (see § 24.839 of this chapter) may enter into a spectrum manager leasing arrangement with a 

spectrum lessee, regardless of whether the spectrum lessee meets the Commission's designated entity 

eligibility requirements (see § 1.2110) or its entrepreneur eligibility requirements to hold certain C and F 

block licenses in the broadband personal communications services (see § 1.2110 and § 24.709 of this 

chapter), so long as the spectrum manager leasing arrangement does not result in the spectrum lessee's 

becoming a “controlling interest” or “affiliate” (see § 1.2110) of the licensee such that the licensee would 

lose its eligibility as a designated entity or entrepreneur. 

* * * * * 
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PART 27—MISCELLANEOUS WIRELESS COMMUNICATIONS SERVICES 

8. The authority citation for part 27 continues to read as follows: 

Authority:  47 U.S.C. 154, 301, 302a, 303, 307, 309, 332, 336, 337, 1403, 1404, 1451, and 1452, 

unless otherwise noted. 

9. Section 27.1301 is amended by removing the undesignated introductory text and revising 

paragraph (a) to read as follows:  

§ 27.1301 Designated entities in the 600 MHz band. 

(a) Eligibility for small business provisions.   

(1) A small business is an entity that, together with its affiliates, its controlling interests, the 

affiliates of its controlling interests, and the entities with which it has an attributable material relationship, 

has average gross revenues not exceeding $55 million for the preceding three (3) years. 

(2) A very small business is an entity that, together with its affiliates, its controlling interests, the 

affiliates of its controlling interests, and the entities with which it has an attributable material relationship, 

has average gross revenues not exceeding $20 million for the preceding three (3) years. 

* * * * * 
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